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In a Feb. 12 interview with Alan Riding of the New York Times in Brasilia, Finance Minister
Mailson Ferreira da Nobrega discussed Brazil's "new approach" to its foreign creditors. Nobrega
is expected to provide details of the approach at a series of high-level meetings beginning on
Feb. 16 in Washington and later in New York. At present, Brazil's foreign debt totals about $113
billion. Nobrega said, "I think the negotiating climate has already improved. I hope my trip can
provide the last push for completion of a new medium-term debt agreement with the banks." The
minister said he expected formal negotiations with the International Monetary Fund to begin late
in March followed by new talks with western government creditors, members of the so-called
Paris Club. According to Nobrega, "No one wants to see blood on the carpets. We have no interest
in confronting our creditors, and they should have no interest in asking for more than Brazil can
provide." Nobrega was scheduled to meet with US Treasury Secretary James Baker on Feb. 16. He
will also discuss debt matters with World Bank president Barber Conable, congressional leaders,
and the heads of several major New York banks. Nobrega said Brasilia's primary objective is
to resume steady economic growth. However, he said, this goal requires investment recovery,
which in turn depends on resumption of foreign credits. "It will take time for Brazil to recover the
credibility that it enjoyed in the 1970's, but we must do so." Nobrega asserted that policies aimed
at reducing the public sector deficit were also necessary to reduce inflation, which is running at
an annual rate of more than 500%. The new policy, for which Nobrega is the standard bearer,
has inspired some opposition by the majority Brazilian Democratic Movement Party (PMDB),
and support from Brazilian big business. President Jose Sarney, who for two years appeared to
advocate a confrontational approach to the debt crisis, recently has indicated acceptance of the more
conventional "conciliatory" alternative. For Nobrega, questions related to the conversion of debt
into either bonds or equity should be dealt with separately. As a result, Brazilian negotiators and the
country's 14-member foreign bank creditor advisory committee are concentrating on rescheduling
debt maturing between 1987 and 1989. Nobrega said that while the banks have offered $5 billion in
new credits to cover interest arrears, Brazil will need at least $7 billion. (Basic data from New York
Times, 02/15/88)
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